University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

5-26-1994

Honduras Negotiates New Accord With World
Bank, IMF
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Honduras Negotiates New Accord With World Bank, IMF." (1994). https://digitalrepository.unm.edu/notisur/11498

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 56766
ISSN: 1060-4189

Honduras Negotiates New Accord With World Bank, IMF
by LADB Staff
Category/Department: Honduras
Published: 1994-05-26
The administration of President Carlos Roberto Reina, which took office in January 1994, is currently
working on several fronts to reach agreement with the World Bank and the International Monetary
Fund (IMF) on terms of the second phase of the country's structural adjustment plan. Phase one
of the plan, which has had mixed results, was launched by Reina's predecessor, Rafael Callejas, in
1990.
On May 24, Reina met with US Vice President Al Gore during a summit of Central American
heads of state in Tegucigalpa. During the meeting, Reina requested US assistance in the Honduran
government's current negotiations with the IMF. Specifically, Reina called on Washington to
persuade the IMF of the need to soften the stringent conditions attached to the latest structural
adjustment loans for Honduras. According to Reina, the Honduran economy is in exceptionally
difficult straits. He blamed the situation in part on the US$400 million fiscal deficit left behind by
the outgoing Callejas administration, the largest fiscal deficit in the country's history. Reina also
reported that the country is US$143 million in arrears in payments on its foreign debt.
Honduras annually pays out some US$450 million on its US$3.6 billion foreign debt. On May 12,
the World Bank and the IMF approved a US$500 million loan to support the second phase of the
structural adjustment program. Conditions attached to the new loan include a reduction of the fiscal
deficit from 11% of GDP to 5%, devaluation of the lempira, and privatization of the state-owned
telephone company, HONDUTEL. In an address to the nation, Reina said his administration has
come to the conclusion that there is no alternative but to apply painful economic measures. "Our
backs are against the wall," he said, "we have no other choice."
Still, Reina insisted that efforts will be made to cushion effects on the poorest sectors, reiterating
his campaign promise of putting a "human face" on structural adjustment measures, specifically
through increased social spending. Under Honduras' first structural adjustment program, the
lempira was devalued from two lempiras to the dollar to 5.7 lempiras to the dollar, taxes were
increased, and subsidies on agricultural inputs were eliminated. Analysts attribute an increase in
poverty in Honduras, from 69% of the population in 1989 to 73% in 1993, to fallout from the harsh
measures taken under that program. Addressing the latest talks with World Bank and IMF officials,
Finance Minister Juan Ferrera declared that, "We want to be clear that we are not going to swallow
the whole prescription. But we have to cede to some points in order to move this country forward."
Ferrera said Honduran negotiators did get the international lending agencies to back down on
their demands for a hike in the sales tax and elimination of transportation subsidies. He confirmed,
however, that accords were signed regarding the privatization of the state-owned telephone
company, which is currently controlled by the armed forces. According to Ferrera, the government
agreed to put HONDUTEL up for sale "because this move will help us to confront the country's
economic problems."
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